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KEY ECONOMIC INDICATORS: SPAIN 


All values in million U.S.§ unless otherwise stated Exchange rate as of October 30, 1972 





Data for end of period wmless otherwise stated U.S, $1.00 = 63.38 pesetas 
A B Cc D e 
1970 1971 %& change 1972 % change 
ITEM 1970-71 (In mst 1971-72(D-Same) 
(B/A) recent Period date 
month) date 1971 
at Current Prices A 32,182.2 36,301.5 +12.8 N.A, N.A, 
GNP at Constant 194; Prices A/ 22, 602.9 23,412.6 + 4.6 N.A. N.A. 
Per Capita GNP, Current Prices ~ 9@2.7 1,075.2 +11.7 NA. N.A. 
Indices (monthly averages: Indust 
Production (1962=100)(7/72)B/ 233.4 2h2.8 + h.0 282.8 +161 
Wages (1967=100)(6/72)B 139.1 158.8 +1).2 144.1 +15.1 
Investment in Plant Equipment 
(1962100) (7/72)¢/ 214.9 21h.9 + 062 259.9 +21.8 
Electric Power Consumption 
(1963=100) (8/72)c 233.1 25h.4 + 9-1 277.5 +11.0 
Retail Sales Dept Stores 
(1963=100) (8/72)D/ 366.0 61.1 +260 588.7 +37.9 
Employment (1000 pereone)(8/72)0 12,7hh.0 12,857.0 +0.9  12.934.0 + 0.9 
Avg. Unemployment Rate (8/72)D 11g 1.% - 1.9% - 
Steel Prod. (1000 tons) (7/72 7,388.2 7,758.7 +¢5.0 5,371.2 +21.5 


Cement Sales (1000 an Ue) 16,594.4 17,102.5 + 3.1 11,022.8 +1) .0 
New Car Registrations (Units) 


(8/72)D/ 399,19) 33,067 + 8.5 340,150 +10.2 
MONEY AND PRICES 
“Money Supply (7/72)D/ 10,571.23 13,073.5 +23.7 15,081.2 $24.5 
Private Bank Credit (7/72)D 14,967.2 17,852.1 +19.3 21,900.1 +2h.2 
Public Debt Outstanding E 5527909 6,332.0 +1929 N.A. ~ 
External Debt E 911 6 1,100.2 +20.1 N.A. - 
External Debt Service Ratio F 2 iS 1.7% - N.A. ~ 
Central Bank Discount Rate (10/72)C/ 6.% % - % - 
Iridices (as of end of period): 
Cost of Living (1968=100)(9/72)D op 122.7 + 9.7 129.6 + 926 
Wholesale Prices (1955=100) (8/72)D/ 206.9 223.1 + 8.4 229.7 + 8.5 


BALANCE OF PAYMENTS AND TRADE 


“Official Reserves (9/72)D yf 1,73002 3,192.0 +84.5 h,687.1 60.9 
BOP Surplus/Deficit (9/72)D/ + 813.0 +1,258.0 - +1,00.0 (Est.} ~ 


Balance of Trade/Deficit 







(9/72)G/ -2,360.2 -2,025.3 -1h.2 -2,185.7 +38.0 
Exports, FOB (9/72) 2,387.0 2937.8 +23.1 2,639.8 +27.0 
Exports to U.S, 7 2)G/ 336.7 50.6 +33.8 387.7 +341 
U.S. a (8/72 df 14.1% 15.4% - 16.7% 

» CIF (9/72 yh hy 7h7.2 4496361 + he5 =, 825.5 +31.7 
a oe S.(8/72)G/ 896.5 771.4 -14.0 670.8 +28.7 
18.9 i t 


apisioes Organic chemicals $33. 3 sttidee: Aircraft $87.9 


million. ore + seating to o U8. "(aes Semester 1972): Canned vegetables $35.5 million; 
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Petroleum products $11.2 million; Pneumatic tires $7.3 million; Leather goods $1).5 million; 
Shoes $97.9 million. 

SOURCES: A/ "Spanish National Accounts 1970", Instituto Nacional de Estadistica (I.N.E.) 
and "National Income 1971" (I.N.E.)3 B/ "Statistical Monthly Bulletin", Bank of Spain, 
Sept. 1972; C/ "Monthly Bulletin", (IUN.E.) Jul.-Aug. 1972; D/ “Indicadores de Conyuntura" 
I.N.E., Aug-Sept, 1972; E/ "Informcion Estadistica, 1971", try of Finance; 

F/ "Informacion Estadistica 1971", Ministry of Finance, (Methodological Note: As percent of 

exports of goods and services); G/ "Informacion Mensual sobre Comercio Exterior" Ministry of 
ommercée 

*Calculations based on following peseta to dollar exchange rate conversions: Columns A and B, 
70 to 1; colum D, 4.47 to 1, exception foreign trade data taken from official sources 

which calculated on variable rate basis. 
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Summary 


Expansive and dynamic describe the Spanish economy towards 
the end of 1972. There is no doubt but that the "reactivation" 
has taken place; the question now is how long can it be 
maintained. At present, industrial production is growing at 
a healthy 16 percent rate and both exports and tourism at a 
22 percent rate; international reserves are pushing $5 billion. 
The GNP growth rate in 1972 should be around 7 percent, one 
of the highest in Europe, with a year-end per capita GNP in 
the $1,200 range. The only cloud on the economic horizon is 
the rate of inflation, which is also one of the highest in 
Europe, running at a current annual rate of about 10 percent. 
While the government has announced some measures aimed at 
countering the inflationary tendency, policy statements seem 
to indicate that the GNP growth rate, which depends to a 
large extent on the expansionary policies of the government, 
carries a higher priority. The budget for 1973 just recently 
issued certainly shows no sign of countering the inflation 
with a reduced rate of growth in expenditures. Next year may 
see a tightening of credit and public expenditures though as 
the gap in inflationary rates with the rest of Europe becomes 
more telling. 


Spain continues to be on the outside of the EEC-EFTA trading 
bloc and looking longingly in. The problem has become more 
acute with the expansion to nine of the EEC and still no agree- 
ment having been reached with the Community either to adjust 
the existing preferential agreement or to expand it into 
something else. Spain hopes nonetheless that the new "global" 
Mediterranean policy of the EEC will afford the possibility 

of a better arrangement. 


U.S. exports to Spain should approach $1 billion by the end 
of the year, representing a 29 percent increase in sales this 
year over last. The booming Spanish import market has un- 
doubtedly played a strong influencing role in this develop- 
ment. The trend for increasing U.S. exports should continue 
given the Government of Spain's announced policy to liberalize 
import controls and also due more likely to the tremendous 
efforts of the Export-Import Bank so far in 1972 which have 
resulted in $423 million in direct loan authorizations. A 
A new refinery being constructed at Tarragona should provide 
additional new opportunities for U.S. exporters. 


While Spanish exports to the U.S. market are doing quite nicely, 
increasing at a 34 percent rate over last year, one sector is 
not doing so well as in the past, i.e., footwear. Exports of 
this item are currently growing at half or less the rate of 
last year. While bad for the Spanish industry, this develop- 
ment is good news for the competing U.S. shoe manufacturers. 





PART A = CURRENT ECONOMIC SITUATION AND TRENDS 


Economic Resurgence Well Launched 


Without doubt the state of economic activity in Spain is very 
dynamic and all indicators are reflecting high levels of 
performance. One sure, though nonempirical sign, that things 
are well is the fact that no one raises the question anymore 

of whether the reactivation has really taken place. This is 
in contrast with the situation that has existed for the previous 
18 months when everyone was waiting for the takeoff. A definitely 
positive empirical indicator is that the industrial production 
index is up 16 percent, comparing the first seven months of this 
year with the first seven months of last year. There was only 

a 4 percent increase in the same index during all of last year. 
Furthermore, the forecast is for even higher levels of production 
according to a recent Ministry of Industry survey. Stocks are 
at the lowest level since early 1970 whereas the order backlog 
is the highest since that same time. Adding to the encouraging 
signs is the investment index which is up 22 percent comparing 
the January through July data of this year with the same seven 
months last year. During 1971, there was no increase whatsoever 
in this index. Also reflecting the dynamic situation is that 
the excess bank liquidity, which was so much of a problem last 
year and during the early part of this year, has been gradually 
drained from the system as Spanish businessmen have found 
increasing uses to which to put money. 


International reserves have continued their spectacular rise 
and stood at $4.7 billion as of the end of September. This is 
a full $1.5 billion above the level at the end of 1971, and $3 
billion above level at the end of 1970. It represents about 9 
months of imports, whereas the reserve level at the end of 1971 
was equivalent to 8 months of imports and at the end of 1970, 4 
months of imports. Aiding the reserve growth was the tourism 
sector which earned $1.4 billion in the first seven months of 
this year. The number of tourists through the first nine months 
of the year was up 22 percent so that it appears likely that 
Spain will have received well over 32 million foreign visitors 
by the end of the year. 


Foreign trade data reflect the positive development of the 
Spanish economy in that imports are growing at a much more 

rapid rate than last year. The January through September period 
this year is 26.5 percent above the level last year for the same 
months. By way of comparison, the anemic import growth in all 
of last year was only 4.5 percent. Exports are up 22 percent 
this per through September, which represents a slight drop from 
the 2 percent increase in exports registered last year. (The 
foregoing percentages are based on peseta terms; due to the 
exchange rate changes over the year, a calculation in dollar 
terms of the rate of increase in imports results in a figure of 
31.7 percent, and of 27 percent in exports.) 








The high level of economic activity should be reflected in a 
GNP growth rate for 1972 that will approach the 7 percent real 
growth goal laid down in the Third Development Plan. It is 
worth noting for the historical record, however, that on the 
basis of data just released by the National Institute of 
Statistics the GNP growth rate for previous years has been 
revised downward. In the case of 1970 when it was thought a 
6.8 percent growth was recorded, the new data reveals that 

the actual growth was really only 5.9 percent; and in the 
instance of 1971, the paersomens indicated 5.3 percent has been 
revised downward to a 4.6 percent growth rate. Nevertheless, 
even with these downward revisions the average growth over the 
period of 1962 through 1971 was 7.3 percent. The same official 
source indicates that over the 1962-1971 period the agricultural 
sector had an average real annual growth of only 2.3 percent, 
whereas the industrial sector grew at an average rate of 8.5 
percent and the services sector at 6.7 percent. 


An interesting feature of the recently issued statistical 
material from the government is that relating to real wages. It 
reflects that the real wage increase in 1971 was 3.56 percent, 
which represented a decline from the 4.61 percent in 1970 and 

a sharp drop from the 9.28 percent real wage increase registered 
in 1969. What the record will be in 1972 we can only speculate, 
but with wages increasing at a 15 percent annual rate as. of the 
middle of the summer and with prospects that rate of increase 
will accelerate through the year, and with the cost-of-living 
rise likely to be at about 10 percent for the year, one could 
forecast a real wage increase on the order of around 5 percent 
by year's end 1972. 


The rapid rate of economic expansion that the above paragraphs 
depict is of course not without its costs. As will be seen in 
the succeeding paragraphs, the inflationary rate is an indeed 
troublesome feature of the developments in Spain. The wage 
increases just mentioned along with the expansionary budget which 
is described in one of the following sections are strongly 
contributory factors to this negative side of the picture. Also 
having an effect on this is the 24.5% annual rate of increase 

in the money supply at the end of July (as compared with increases 
of 13.6% in France, 7.5% in the U.K., and 14.% in Germany). What 
some people fear will be the consequence of the inflationary 
trend some time next year is that the rate of expansion in growth, 
as desirable as it is, will probably have to be cut back by 
measures aimed at stemming the rising cost of living by other 
than simple palliatives. These rneasures could take the form of 

a credit squeeze as well as a reduction in the rate of increase 

in public sector expenditures. With a continued rate of inflation 
that will be running in excess by at least a couple or more 
percentage points above that of the rest of Europe there will 

also be the unavoidable effect on currency relationships. This 





is to say that the peseta, which has been enviably strong over 
the past year or two, will perhaps eventually lose some of its 
strength in relation to the currencies of other countries 

where the inflationary rate is running at a lower level. 
Fortunately, the nearly $5 billion reserves afford not only an 
effective cushion to any such exchange rate changes, but also 
equip Spain for an extended period of import growth even though 
export growth may gradually slacken. 


Inflation -- A Number One Problem 


Without doubt the principal preoccupation of the economic 
planners and managers as well as the man in the street in Spain 
is the rate of inflation. Official Spanish Government 
statistics show the cost of living index as increasing 9.6% over 
the 12-month period ending September 1972. This is roughly 
equivalent to the 9.7% increase in this index over the course 

of the calendar year 1971. On the other hand, it is somewhat 
above the 7.3% increase registered in the previous 12-month 
period, that is, September 1970 to September 1971. 


What is particularly disturbing about this development is the 
fact that with each passing month this year the problem seems 

to have become gradually worse, with the rate of increase 
accelerating to the point where in the month of September alone 
the cost of living rose 1.5% whereas during the first six months 
of 1972 the total increase in the index was only 1.7%. 


There seems to be a general impression that the official 
statistics, even as high as they are, underestimate the annual 
rate of inflation by some 3 or percent. The Embassy, 
however, has found no empirical basis for supporting this view. 


The most troublesome component in the cost of living index is 
that of foodstuffs which have increased in cost by 11.5% over 
the September 1971 - September 1972 period. This is the one 
element that is most readily apparent to the housewife and is 
therefore the stimulus of many newspaper articles and public 
Giscussion. Various associations and organizations have voiced 
their concern on this. One of the most recent of these being 
the National Council of Workers which presented a formal 

public request to the government ministers concerned that 
something be done to control the rising cost of living. 


It has been said that this problem of inflation is one that 
afflicts all of Europe and that what is happening in Spain 
merely reflects its linkage to the international economy. The 
fact of the matter is that the average rate of inflation over 
the 12-month period ending in August of 1972 for the EEC Six 








was only 6% and for the new EEC Nine, 7.3%. For the 16 
countries comprising the EFTA/EEC complex the average rate of 
inflation over this period was 7.2%. Spain, on the other 

hand, had an inflationary rate forthe comparable period of 

9.3%. Only Portugal with 9.9% and the anomalous case of 

Iceland with 13.6% had higher rates of inflation. On the 

other hand, the U.K. had an inflationary rate of 6.6%, France 
6.1%, Italy 6% and Belgium 5.4%, It may be seen, therefore, 
that Spain is running at least two percentage points ahead of 

- the rest of Europe which is already embarking upon measures 

such as budgetary restraints and money supply growth limitations 
which have not yet been the subject of the Spanish anti-inflation 
program, 


Evidencing the degree of government concern and giving a clue 
to its policy, Planning Minister Laureano Lopez Rodo addressed 
the problem extensively in a speech he gave in Zaragoza in 
early October. In this speech the influential Minister 
recognized the cost-of-living problem but explained that 
perhaps it was something that was unavoidable. He said that 

a country such as Spain, which is ina stage of rapid growth, 
must accept as a concommitant phenomenon a certain degree of 
inflation. Drastic price controls would run the risk of paralyz- 
ing the economy, he said. A full or near-full employment 
situation does not permit price stability, he went on. A 
price freeze would imply an excessively high social cost that 
would have to be paid in terms of jobs lost. The Minister 
concluded that it is basic policy to allow a certain degree 

of increase in prices. To control the rate of increase within 
tolerable limits is the counterbalancing facet of this policy. 
The specific limits of tolerance were not spelled out in the 
speech. In the Minister's Third Development Plan, however, a 
3.7% annual increase in the cost of living is specified as the 
guideline. It would seemthat the Third Plan GNP growth guide- 
line of 7% per annum has a higher priority and that the 
government has made the decision to trade off a few points of 
inflation for a point or two of GNP growth. 


The government has taken some measures aimed at controlling 
the increase in the cost of living, which so far could hardly 
be described as Draconian. They include such things as 
requiring that the prices on merchandise be clearly marked and 
that the markups permitted on perishable food products be 
limited to 8% at the wholesale level and 15% at the retail 
level. Not yet implemented but announced on October 28 as a 
result of a meeting of the Council of Ministers the previous 
Gay are a series of measures that include a locally administered 
price control on 20 or 30 perishable food products. Another 
measure flowing from this meeting authorizes the Minister of 


« 


Commerce to reduce, on a selective, short-term basis the 
import duties on certain food products that figure heavily 

in the computation of the consumer price index. Still another 
decree will permit the import of foodstuffs by private firms 
that hitherto had been under State control. What real effect 
these measures will have remains to be seen. 


$7.4 Billion Budget Unveiled for 1973 


On October 18, Finance Minister Alberto Monreal Luque announced 
the Government of Spain's projected budget for 1973, which 
totaled $7.4 billion. This represents a 13% increase. over the 
level of the previous year and is judged to be roughly equivalent 
to the GNP growth in monetary (non-deflated) terms projected 

for 1973. Coincidentally, the 13% growth in the budget is 

about the same as was last year's increase over the preceding 
year. In his press statement accompanying the unveiling of 

the new budget the Minister emphasized the high priority for 
social projects reflected in the budget which, he said, amounted 
to 37% of the total. This 37% lumped together appropriations 
for education, health, social security and pensions. The 
previous year's appropriation for the same sectors represented 
the same share of the total, so that there appears to be no 
shift in policy emphasis on an aggregate basis. 


Analyzing in a bit more detail, one sees that the Education and 
Science Ministry increased only 10% over the 1972 level, or 
less than the overall increase in the budget. Nevertheless, 
its share of the total budget, 14%, is the largest of any 
ministry. The Air Ministry, on the other hand, received a 19% 
boost in its budgetary level for 1973 as compared with 1972. 
The purchase of Phantom F-4 aircraft from the U.S. undoubtedly 
played a role in this. The Navy rose 13.5% whereas the Army 
didn't quite reach 10%, Overall the three military ministries 
absorbed about 13% of the total budget. The second largest 
ministerial appropriation, or 11% of the total, is destined 
for the Ministry of Public Works. The big gainer in terms 

of increase in budgetary allotments was the Ministry of 
Commerce which rose 16%; Labor was another above-average 
Ministry in terms of increased appropriations with a 15% 

rise. One of the distinctly low-budgetary=growth ministries 
is Agriculture, which is up only 2.6% over 1972. From this 
brief review of the budgetary allocations one gains some idea 
of the relative priorities of the Spanish Government. 


It is interesting to note the sources of the income which 

are projected to cover the budget just described. $6.1 billion 
of the cost of the budget will be derived from tax revenues of 
which $2.1 billion will come from direct (theoretically pro- 
gressive) taxes and $4 billion from indirect (non-progressive) 
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taxes, The rate of growth in each of these is 18%and 15% 
respectively. Highlighted by the Minister as significant was 
the fact that individual income tax revenues are forecast to 
increase 55% over the level of 1972 as a result of, to quote 
the Minister, "the closing of the loopholes for income tax 
evasion," However, it should be observed that in any case 
revenues from this source will still represent only 1.5% of 
total revenues. Also significant is that revenues from 
corporate taxes are projected to increase by only 2%; this 
small increase being attributed to the investment tax rebate 
introduced in 1972 as a device aimed at stimulating the 


economy. 


Finance Minister Monreal Luque emphasized the fact that public 
investment contained in his proposed budget is equivalent to 
30% of the total - a level not surpassed by any other European 
country. Another point upon which the Minister elaborated 


with some pride is the fact that while the financing of this 


budget will require recourse to the issuance of public debt, 


the amount which will be involved - $109 million-is almost 
identical to the quantity being devoted to amortization on 
outstanding debts. Therefore, he concludes, the budget for 


1973 represents, on a net basis, the avoidance of incurring 
any additional debt. 


Spain-EEC Relations Reach Impasse 


A little more than two months from the writing of this report 
the European Economic Community (EEC) and the European Free 
Trade Association (EFTA) will form a European trading bloc 

of 16 countries from which Spain will be excluded. It is not 
that this had not been foreseen by the Government, and indeed 
they have over the past several months been actively engaged 
in trying to negotiate a new agreement with the EEC that would 
replace their present preferential arrangement. Despite these 
efforts, however, no results have been readily apparent. 
Rather what has been most noticeable has been a number of 
statements made by leading European statesmen who have indicated 
that Spain would only be welcomed into the Community when and 
if its political structures were in harmony with those of the 
Community. Compounding the whole problem is the fact that the 
expansion of the Community to include the three new members 
will have a negative effect on Spain's trade due to the vari- 
ations in the tariff structure that will result. 


The EC has indicated that it is willing to make the technical 
adjustments necessary to correct the trade damage resulting 
from the expansion to nine members. However, this is less 
than what Spain thinks is minimally necessary; it seeks a 
broader renegotiation that would fall just short of full 
membership. One possibility for this broader approach was 
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thought to be present in the announcement that the EC was 
adopting a common policy toward non-member countries of the 
Mediterranean basin. This policy is thought to include pro- 
visions for a free trade area arrangement in industrial goods 
as well as trade concessions that would cover up to 80 percent 
of the agricultural exports of the Mediterranean countries. 
Unfortunately, nothing definite has yet been worked out by 


the Community on this, nor is it likely to be before the end 
of the year when the new trading arrangements between the 16 
European countries will begin to take effect. Furthermore, 
the political system qualifier is likely to be a feature of 
this Mediterranean policy option as well as it is in the full- 
membership formula. 


The pressure is on for something to be done. One possibility 
is that Spain will reluctantly accede for a limited period of a 
year or so to the simple technical readjustment of its pre- 
ferential agreement that will compensate it for the enlarged 
Community. The hope would then be that during the space of 


this year, that is 1973, some better arrangement between Spain 
and the rest of Europe on trade matters would be negotiated. 


The situation that Spain presently faces with respect to the 
new Europe of 16, and more specifically, the EC Nine, is an 


unfortunate impasse. It is destined to become even less 
fortunate with the passage of time as the tariff barriers are 
reduced between the nations of the enlarged European bloc. 

The ironic aspect of this impasse is that the tariff reductions 
related to a full integration negotiation seem technically 
susceptible of resolution, Staged tariff reductions could be 
so scheduled to fully accommodate Spain (as well as the EC 

on such sensitive products as citrus and tomatoes) to the com- 
petitive forces that full EC membership would entail. After 
all, tariff barriers do not go to zero overnight when a nation 
joins the Community. It is rather a gradual process that 
Spain could well adjust to and benefit from. In short, the 
economic obstacles to Spain's integration are not insurmount- 
able, 


As one competent Spanish observer commented, if a referendum 
were to be conducted in Spain on the Common Market issue as 

it was in Denmark or Norway, probably 80 to 90 percent would 
vote in favor of full integration. But, of course, Spain 
under the current domestic political circumstances would never 
ask for full membership in the EC let alone consider a refer- 
endum because it knows beforehand what the EC response would 
be: negative, and not because of Spanish economic underdevelop- 
ment. Spain is, after all, the fifth ranking European. nation 
in terms of industrial production and GNP, and sixth ranking 
in international reserves. 
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PART B - IMPLICATIONS FOR THE UNITED STATES 


U.S. Sales to Spain up 29% - A Billion Dollar Year in Sight - 
Spanis ales to U.S. ng We OO. 


During the first eight months of 1972 Spain imported some 
$671 million of merchandise from the U.S.; this is a 29% 
increase over the same period in 1971. If the same rate of 
increase is projected through the end of the year, this would 
mean that U.S. exports to Spain will total $995 million by 
year's end, and with a little luck they could even break 

the one billion dollar mark. 


It should be noted, however, that the U.S. market share of 
total Spanish imports for this first 8-month period of 1972 
was 15.5%; the market share in the like (but pre-NEP) period 
of 1971 was 16.1%. The U.S. market share for the past eight 
years averages out at 16.9%. Therefore, while the U.S. has 
an undeniably big market in Spain and its recent growth rate 
is very healthy, the degree to which it is sharing in the 
growth of the Spanish market with other foreign suppliers is 
diminishing. The 29% increase in Spanish imports from the 
U.S. this year does not favorably compare with the overall 
increase of 32% (dollar terms) in Spanish imports. The fact 
of the matter is that the U.S. increase this year was pro- 
bably due more than anything else to the general resurgence 
in the Spanish economy which resulted in a high rate of growth 
in imports from all markets. Also factual is that the U.S. 
did not benefit as much as other foreign suppliers from this 
expanded import demand. 


The other side of the picture is that Spanish exports to the 
U.S. market are expanding at a 34% rate so for this year, 
pointing toward a total of around $650 million by year's end. 


Minister of Commerce Outlines Import Policy 


In a recent speech the Minister of Commerce Enrique Fontana 
Codina outlined the import policy for industrial products 
that the Government of Spain would be following in the future. 
One of the key points was that it is the intention of the 
government to reduce the number of commodities which are 
subject to import controls and that the so-called bilateral 
regime would disappear. This measure aimed at liberalizing 
imports,if implemented, should eventually benefit U.S. 
exporters to this market. 
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423 Million in Direet Loans to 


Export-Import Bank Authorizes 


In a remarkable flurry of activity during the January through 
August period this year the Export-Import Bank has authorized 
loans (which have yet to be disbursed) to Spain in the amount 
of $423 million. Of this amount $326 million was authorized 
for three loans to finance nuclear power plants. $85 million 
was authorized in loans to finance the purchase of aircraft 
for Iberia Airlines. Another $12 million went to two smaller 
loans for a conventional power plant and earthmoving equipment. 


The totel amount of disbursed and outstanding direct loans 

made by the Export-Import Bank to customers in Spain now stands 
at $293 million. The total of undisbursed balances of loans 
authorized amounts to $518 million, which includes the $423 
million mentioned in the previous paragraph. 


Some idea of the magnitude of the Ex-Im Bank's activity this 
year may be gathered from a comparison with last year's loan 
authorizations when there were only two loans authorized with 
a total value of $30 million. In 1970, the total figure of 
loan authorizations (excluding the special credit granted to 
the Government of Spain for military equipment made in con- 
junction with the Bases Agreement) was $42 million. 


A further idea of the impact that this Ex-Im Bank activity 
will have on U.S.-Spanish trade may be gained from a realiza- 
tion that the Ex-Im Bank loan authorizations cover only a 
part of the total cost of the merchandise and equipment being 
financed. In the case of the $423 million of loan author- 
izations made so far in 1972 this means that the value of the 
equipment that will eventually be exported from the U.S. as 

a result of these loans will be $716 million. Over the same 
8-month period this year the total U.S. exports to Spain have 
been only $671 million, none of which reflects the business 
that will be stimulated by these loans from the Ex-Im Bank. 
While there is no absolute guarantee that the full amount 

of the loan authorizations will be disbursed and the related 
equipment they financed shipped, in all likelihood the vast 
majority of it will. When it is, the trade statistics will 
reflect the enormous effect of the Ex-Im Bank activity in 
Spain during 1972. 


Spanish Shoe Export Growth Curve Flattening 


Natural market factors seem to be having the effect of reduc- 
ing the rate of grawth of Spanish shoe exports which had been 
rather spectacular over the past couple of years. During the 
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first eight months of 1972, Spanish footwear exports increased 
51% over the same period in 1971, while the 1971 growth over 
the like period of time in 1970 was 61%. These data however 
do not give the full picture of what is happening in more 
recent months. If one looks at the period of April through 
August, the 1972 exports are up 33% over the corresponding 
period in 1971. This is less than one half the 69% growth 
recorded in 1971 over 1970 for the same five-month period. 


Something has happened over the past few months to affect the 
industry and most people point to the fact that hide prices 
have increased and these increases have been reflected in 
higher costs of production, which in turn have tended to 
reduce the attractiveness of Spanish footwear to foreign 
buyers. But how serious an effect this has had is more start- 
ingly evidenced in the August data, the most recent available. 
August 1972 shoe exports are only 7-1/2% above the same month 
in 1971. This compares with the 99% growth in exports during 
the month of August 1971 over the same month in 1970, 


As is well known, the pressures created in the U.S. by rising 
footwear imports from Spain have been a problem in bilateral 
U.S.-Spanish relations as well as domestic U.S. politics.. 
While the recent developments in the Spanish shoe industry 
revealed in the data above may be considered bad news in 

Spain, it is undoubtedly to be regarded as a favorable develop- 
ment by shoe manufacturers in the U.S. 


$300 Million Refinery and Petrochemical Complex to be Built 
a arragona. 


At Tarragona, some 35 miles from Barcelona on the Mediterranean 
coast, a refinery and petrochemical complex will be built, 
which is estimated will represent an eventual total investment 
of $300 million. The Spanish Government holding company, 
National Institute of Industry (INI), will hold 60% of the 
stock of the new firm formed to build and operate the refinery. 
The name of this new firm will: be called the Empresa Nacional 
de Petréleo de Tarragona, S.A. (ENTASA). The balance of the 
stock, or 40%, was awarded in a bidding procedure to a private 
Spanish company, Union Explosivos Rfo Tinto, S.A. It is under- 
stood that the U.S. firm Caltex will eventually have an equity 
share in the newly formed ENTASA,. 


Being of the magnitude that it is, this project will afford 
good sales opportunities for foreign suppliers. In this con- 
nection, first requests for equipment proposals are expected 
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to be issued in January 1973, and those on the civil works 
are anticipated to be issued in the spring. It should be 
borne in mind that the Government of Spain has limited 
foreign procurement to 20 percent of the equipment cost of 
the refinery. This will have the effect of reducing the 
total import component to $20-30 million level. The major 
items that will be open to import are large reactors and 
compressors, some high alloy piping and heat exchangers, and, 
large pumps and high pressure fittings. It is understood 
that procurement will be made strictly on the basis of best 
price for the equipment needed. European suppliers are 
expected to offer considerable competition in the bidding 
process. 





Market Share 
Reports 


U.S. performance in 


world markets 
1966-70 


e MACHINERY e CHEMICALS e MANUFACTURES 


market share reports are issued in two series: 


THE COUNTRY SERIES gives: THE COMMODITY SERIES gives: 


® U.S. dollar values and percentage ® total import market for most 
shares of the market manufacturers 


® values of shipments of manufac- * dollar value of shipments by the 
tured products of eight other U.S. and eight principal suppliers 


countries © 1,109 commodity reports to 92 


e dollar value of shipments of 1,127 destinations 


manufactured products into a Country Series, $3 each report 
single foreign market 
. - Commodity Series, $3 for one to five 
e 73 country reports reports 


wee aw ee ee - - rr 5 


ORDER YOUR FREE MARKET SHARE REPORTS 
CATALOG . . . TODAY! 


Mail to: NATIONAL TECHNICAL 
INFORMATION SERVICE 
U.S. Dept. of Commerce 
Springfield, Virginia 22151 
<a ED aS ESSN EET SEEE EES OES SO OSSOwaseessossasennesnaanned 


U.S. Department of Commerce Publications 


¥ U.S. GOVERNMENT PRINTING OFFICE: 1972——511-595 





